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Let’s Do Away With 
“ Stockholders - 
By E. F. Hutron 


to the word “stock- 


and I feel | have solid 


OBJECT 
holder” 
ground on which to base my ob- 
jection. 
The 


not clearly 


“stockholder” 
describe the 


The 


word does 


fact of ownership. 


term “‘share owner’”’ 
does. 

When “share owner” 
is used, it conveys the 
thought that the person 
referred to has a real 
stake in our free risk 


capital system. It makes 
the so-called “stockhold- 
er” realize that he is a #&. F. 
part owner of the busi. Pe7eer 


ness; it brings him near- 
York 


er to the scene of cor- 
change, 


porate activity. It makes 
him feel he is part of the 


‘ees 
system, and not tions 


some- 
thing apart from it. This 
sense of personal attachment in- 
duces closer cooperation between 
and management. 
This is not a play upon words. 


“share owners” 


It is an underscoring of the fact 
that many millions, and more and 
small “share 
in the aggregate, own the 
which produce the 


wealth and provide the technology 


more millions. of 
owners, 


corporati yns 


that sustains our high standard 
of living. 


The “share owners” are the 
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backbone of America, They must 
provide the mass support needed 
to save our free enterprise sys- 
tem within the Constitutional lim- 


right to conduct 
affairs—in other 
our Economy. 

“Share in collabora- 
tion with labor and management, 
must provide a leadership  sufli- 
ciently strong to resist the periodic 
attacks from within and 
without which can wreck 
our risk capital na- 
tion. Management has a 
heavy responsibility. 
The managers are the 
trustees, guardians and 
administrators of the 
savings of their “share 
owners.” As part of 
their trust, they should 
encourage the coopera- 
tion of — their 


itations of our 
our business 
words, 


owners, 


“share 
owners.” 

Such cooperation can 
Trustees, be more easily obtained 
Founda- by eliminating refer- 
“stockholders” 

in all reports and using 
instead the term, 
The very 


ences to 


“share owners.” 
“share owners” 

should make them realize that 
they. as well as management and 
labor, are a part of the risk capital 
system. 


term 
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A GRAND STORY 
TO BE WELL TOLD 


By Reese H. Tay or, President, 
UNION OIL COMPANY OF CALIFORNIA 


hy ANGELES—If we start with 
two assumptions it is simple 
to demonstrate the need for long- 
term economic educational efforts 
on the part of American business 
—and by that I mean all Ameri- 
can business. 

The first assumption must be 
that our American economic sys- 
tem is capable of doing the best 
possible job of serving the needs 
of the American people. Our sec- 
ond assumption must be that the 
vast majority of people are un- 
familiar with the workings of this 
economic system. 

Analysis of business productiv- 
ity under other economic systems, 
and careful study of various pub- 
lic opinion surveys, make these 
two assumptions provable facts to 
all intents and purposes. 


Business Has Not Been Vocal 


This does not necessarily mean 
that the economy of our country 
could not be improved, nor does 
it imply that the vast majority of 
our people are incapable of under- 
standing. It simply means that 
those of us who are familiar with, 
and who are charged with the 
workings of the various segments 


of our economy, have been poor 
educators. 

Perhaps we have been so busy 
trying to improve the product that 
we have neglected to let anybody 
know what we were doing. In any 
event, the classic physical science 
dogma that “nature abhors a vac- 
uum” has proved itself true in the 
field of knowledge. 

Where we have failed to pro- 
vide the factual picture of our 
economy at work, misunderstand- 
ing has distorted the picture and 
political opportunists have per- 
verted it to their own ends. In 
brief, the best economic system 
known is in serious danger of 
going down by default. The ideas 
that should have been expressed, 
the words that should have been 
said, have been much too few and 
far between. Misinformation and 
distortion might well vanquish 
truth. It seems to me, therefore, 
we have a compelling obligation 
to present and support the truth 
to the best of our abilities. 

However, while there are many 
companies whose information pro- 
grams are outstanding, there are 
many more whose activities at best 
are represented by token gestures 
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Reese H. Taylor writes about the urgent 
need for education in simple economics 
against the background of a broad in- 
dustrial experience. His work has carried 
him from iron making into steel produc- 
tion and then into a top-flight executive 
job in the petroleum industry. He has 
been President of the Union Oil Co. of 
California since October 24, 1938. His in- 
terest in education, which has been active 
since his graduation from the University 
of California in 1922, after studying at 
Cornell University until World War I 
service in the Army interrupted his 








course, is evidenced by his presence among the Trustees of Cornell 
and the California Institute of Technology. Mr. Taylor is a director 
of the Federal Reserve Bank of San Francisco. 





and contributions to various 


ganizations. 


or- 


It does not seem to me that the 
job can be thus lightly handled or 
thus limited in scope. Certainly 
the preservation of an economic 
climate in which private American 
business can continue to operate is 
of supreme concern to the indi- 
vidual share owner. That one of 
management's prime concerns 
should be to serve the best interest 
of the share owner scarcely needs 
repeating. 

I believe that most managements 
recognize that it would be bene- 
ficial not only to their share owners 
but to employes and consumers 
as well if business were understood 
better. But many have doubted the 
effectiveness of the job that might 
be done. There are no established 
practices and accepted procedures 
which if well applied and practic- 
ally managed will necessarily pro- 
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duce a measurable result. Among 
men brought up in the more defini- 
tive occupations of law, production 
and finance, there has necessarily 
been a doubt as to whether or not 
business could effectively commu- 
nicate with the people. 


Healthy Sign 


In recent months there have 
been many debates, discussions and 
heated arguments as to the best 
manner by which business and in- 
dustry might explain to the people 
this “American Economic System.” 
This in itself is a healthy sign for 
it strongly indicates an awakening 
to the fact that something can be 
done. 

However, the job of informing 
the American people regarding the 
operations of the American econ- 
omy is not an easy one nor will the 
job be completed today or ten 
years from now. In my opinion we 


should use all the media currently 
available the future we 
should add those that have not as 
yet been devised. Certainly there 


and in 


is no corner on ideas. 


Started Nine Years Ago 


The present Union Oil Company 
institutional advertising campaign 
has been under way for nine years. 
From time to time have 
changed the schedule of publica- 
tions used but the basic format of 
the advertisements has remained 
generally the same. This is but 


we 
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one method of telling the story of 
American business to the people. 
From the thousands of letters we 
have received and increasing de- 
mand for the use of this material 
in schools, colleges, and so forth, 
we believe it to be an effective 
method. The basic theme of the 
campaign is “How and Why Ameri- 
Each 
advertisement deals with a specific 


can Business Functions.” 
problem or project and explains 
just why the American economic 
system gets the job done better than 





any other economic system. In 
educational advertisements. 
Stockholders get 5 





from each Union Oil 
sales dollar 
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99 cases out of 100, the advertise- 
ment is related directly to a Union 
Oil Company undertaking. 

We have collected all of the ad- 
vertisements that have run during 
the past nine years in a brochure, 
and we will be happy to supply 
copies to those who are interested. 
The way in which we tell the story 
best 
be explained by an examination 


in these advertisements can 


of the advertisements themselves. 


Media Used 

In the selection of the media for 
this campaign, we have followed 
two courses. One has been to use 
publications that cover the broad 
markets which 
the 
The other has been to use publica- 


mass represent a 


cross-section of population. 
tions that reach particular groups 
of the population, such as editors, 
educators, business and govern- 
ment people, and so on. 

This campaign is, of course, but 
one of the company s methods of 
reaching the people with the story 
We 
produced motion pictures dealing 
with our annual report and then 


of American business. have 


televised them in various key cities. 
Another project in the motion pic- 
ture field is a history of the Union 
Oil Company. which is currently 
being distributed nationally. Our 
emplove and dealer publications 
are used extensively to disseminate 
similar information. as are other 
media. such as management letters 
and personal letters to employes. 

\ field which shows remarkable 
promise was 


uncovered by our 
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program of contacting newspaper 
writers and editors on a personal 
basis to discuss the problems and 
operations of business—not in an 
effort to achieve publicity but 
purely from an informative and 
educational standpoint. We have 
been most gratified with the inter- 
est that this effort has aroused. 

To return to a general discus- 
sion of the pressing work to be 
done in spreading the facts of free 
enterprise methods, we might con- 
sider some of the rough spots in 
the field that have to be smoothed 
out. Whether in printed form, in 
speeches or in personal missionary 
endeavor, the presentation of nec- 
essary facts must be done in sim- 
ple ways. 

We are well aware that it is not 
easy to dramatize a normally dry 
topic. We know that often misin- 
formation seems to meet with a 
greater public response than does 
the earnest arrangement of solid 
facts. 

Unending effort and patience 
are demanded to stir interest in 
the American way. but the chai- 
lenge is of such vital importance 
that we must meet it with every 
means at our command. 

There are many roads that busi- 
ness can follow in telling its story 
to the public. Those I have men- 
tioned represent some of the efforts 
we are making in this direction. 
It is our sincere hope that more 
and more companies will begin 
telling their own stories in their 
own way. 


HOW BIG A 
DIVIDEND? 


6607 R- CHAIRMAN, XYZ Com- 
pany’s stock sells for $20 

a share and pays $1.50 a year in 
dividends. But our own company’s 
stock costs $30 and our dividend 
is only $1. Mr. Chairman, why 
can’t we have a bigger dividend?” 
Rare indeed is the stockholder 
meeting which at one point or 
another doesn’t hear this earnest 
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question put to 
officer, 

Inflation is a very real problem. 
Share owners who look to their 
common stocks to provide all or 
part of their living expenses have 
become increasingly vocal in seek- 
ing larger dividends. 

How big should a dividend be? 
Can—or should—the complaining 
share owner’s company pay as high 
a return as XYZ’s 71% per cent? 


the presiding 


What do a chairman and his 
board of directors think about 
when they sit down to consider a 
dividend? 

THE EXCHANGE is able to pre- 
sent the attitude of executives in 
several prominent corporations. 


A Chemical Company 


Walter S. Carpenter, Jr., chair- 
man of E, I. du Pont de Nemours 
& Co., puts his industry’s needs 
for capital high on the list of 
points to be considered. He says: 

“There are several characteris- 
tics of the chemical industry which 
bear upon its financial and divi- 
dend policy. 

“That industry, as we think of 
it in terms of its broad ramifica- 
tions today, is a comparatively 
new and rapidly growing one. This 
indicates the need for ever-increas- 
ing capital resources for plant and 
business expansion. 

“The development of the tech- 
niques of the chemical industry is 
constantly bringing new and bet- 
ter ways of doing things. This re- 
sults in a relatively high rate of 
obsolescence, requiring 
ponding reserves for the replace- 
ment of plants. 


corres- 


“A progressive chemical con- 
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cern expends large sums for chem- 
ical research. This is a heavy 
charge against current earnings. 
Also, this activity cannot be ex- 
pected to fluctuate either rapidly 
or widely with the ever-changing 
fiow of business. What is required 
is the maintenance of resources to 
continue this program, if neces- 
sary, over periods of depressed 
industrial activity. 

“These circumstances are not 
experienced exclusively by the 
chemical industry. But they are 
perhaps peculiar to it in the rela- 
tive magnitude of their importance. 
They do spell the necessity of a 
strong current financial position 
to provide for the monthly and 
yearly fluctuations in a company’s 
needs, and also a relatively power- 
ful capital position to provide for 
growth. 


Balanced Appraisal 


‘The retention of a substantial 
percentage of the earnings in the 
company no doubt strengthens 
its current financial position, at 
least over a short period. On 
the other hand, a generous distri- 
bution of earnings as dividends 
often contributes to the favor in 
which its securities are regarded 
in the markets for new capital. 
These circumstances call for a 
balanced appraisal of the factors 
designed to best fit the peculiar 
situation of the individual com- 
pany. 

“It is 
over the 
earnings 
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interesting to find that 
years the percentage of 
distributed as dividends 





by the chemical companies does 
not vary importantly from those in 
other industries. This is true both 
as respects the individual units and 
the industries as a group. This is, 
I believe, as might have been ex- 
pected.” 


An Aircraft Company 


Compounding the problem of 
capital growth needs, as explained 
by Mr. Carpenter, is the added 
hazard of wide cyclical fluctua- 
tions which confronts the directors 
of aircraft companies. Donald W. 
Douglas, president of Douglas 
Aircraft Co., stresses this addi- 
tional factor in his opinion on 
“How Big a Dividend?”: 

“The aircraft industry,” he says, 
“is a dynamic and not always pre- 
dictable business. Rapid develop- 
ments and constant changes in its 
technology and specific require- 
ments make it difficult to anticipate 
far in advance the major trends 
or properly to evaluate their ulti- 
mate scope and effect on our indus- 
try. Probably to a greater extent 
than in any other manufacturing 
activity, domestic and foreign 
policies and world-wide events 
beyond our control have a power- 
ful influence on everything we do 
or can plan. 

“As a growth industry with 
wide cyclical fluctuations, the air- 
craft business has seen great varia- 
tions in volume and in profits from 
year to year. Cash requirements 
have undergone vast expansion 
and sharp contraction as_ the 
country swung from peace to war 






and back to peace. Even in periods 
of low production the industry 
must be alert and ready for the 
tremendous activity of a national 
defense program to be undertaken 
at an unpredictable future date. 
“Funds must be available for 
the development and production 
of new types of airplanes, for re- 
placement of equipment and addi- 
tions to facilities, and, in periods 
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Directors have many factors to con- 
sider before setting a dividend policy. 


of rapidly expanding production, 
for large increases in investments 
in work-in-progress. Few of these 
factors can be accurately plotted 
or predicted for other than very 
brief periods ahead. 

“It is problematical whether a 
company operating in an industry 
with these characteristics can 
maintain for any considerable 
period of years a fixed ratio of 
dividends to earnings. Directors 
perforce govern their dividend 
declarations by the relation of 
cash resources to prospective cash 
requirements.” 


A Public Utility Company 
For contrast, the question was 


then asked of a utility executive. 
Willis Gale, president, Common- 


wealth Edison Co., expiains 
quickly why utilities pay out “a 
very substantial portion of their 
earnings.” He says: 

“It is generally accepted that 
in the utility business a dollar of 
earnings paid out as dividends 
commands a much higher market 
price than a dollar of earnings 
retained in the business. This is 
true because utility stocks are 
bought more often for income 
than for appreciation. 

“The utility industry has behind 
it a long record of stable earnings. 
Continuation of a policy of regu- 
lar dividends comprising a very 
substantial portion of earnings 
will, in my opinion, be of material 
benefit to us as we continue to 
compete actively in the nation’s 
money markets for equity capital 
to finance our expansion needs.” 


A Big Steel Company 


The heavy cost of labor as it 
applies to certain industries is a 
special consideration in the steels. 
Says Enders M. Voorhees, chair- 
man of U. S. Steel Corp.’s finance 
committee: 

“There are certain facts about 
dividends which should be recog- 
nized more widely. First, stock- 
holders do not get all the profits 
of a company. All that the stock- 
holders get are the dividends paid 
to them. 

“Secondly, dividends are small 
in relation to other costs. For ex- 
ample, in 1950, U. S. Steel’s em- 
ployment costs were ten times as 
great as dividends, and taxes were 














two and a half times as great. 
Thus far in 1951, dividends are 
even relatively smaller. 

“If we want ample tools of 
production and the jobs their pres- 
ence creates, we had best set up 
and maintain in America a social 
atmosphere endorsing rather than 
condemning ample dividends and 
the profits from which they come.” 


The Largest Oil Company 


What about the oils—much in 
prominence of late on both inter- 
national and financial news pages? 
“The Lamp,” published by Stand- 
ard Oil (New Jersey) for both 
employes and share owners tells 
them: 

“Dividends must be consistent 
with the welfare of the corporation 
and the protection of the invest- 
ment. This means dividends justi- 
fied by the corporation’s earnings 
or surplus when weighed against 
prudent provisions for future 
needs. 

“The share owner’s certificate is 
not a promise to pay; it is evidence 
of ownership .. . 

“When the directors consider 
payment of a dividend, two figures 
are usually of immediate impor- 
tance. One shows net earnings. The 
other shows cash position. The 
first answers the question ‘Has 
the share owners’ investment 
earned a return?’ The second 
answers the question, ‘Has the 
company money in the bank, not 
committed to or required by the 
operation of the business, to pay 
share owners a cash dividend?’... 


“It sometimes happens 
that a company pays a dividend 
even though it has been operating 
for a time at a loss, or pays divi- 
dends greater than its net earnings 
during that time. For example, in 
the four depression years com- 
mencing with 1930, Jersey paid 
cash dividends totaling $7.25 per 
share, though the consolidated net 
earnings of Jersey and affiliates 
during this time came to only 
$2.97. Such dividends may be pos- 
sible when a company has a sur- 
plus carried over from _ undis- 
tributed earnings of a previous 
period or resulting from something 
other than its ordinary, current 
operations .. . 

“Beyond the immediate factors 
determining the form and amount 
in which a dividend shall be paid, 
decisions already taken on matters 
of broad business policy may well 
have affected the action taken at 
the dividend meeting itself. 

“In the case of Jersey, these 
would be the decisions of the re- 
spective managements of the vari- 
ous separate corporations which 
may pay dividends to Jersey, 
among their other common share 
owners. 

“There are no rigid formulas .. . 
The one certain test of the business 
acumen of the managers of any 
corporation is a record, established 
over a period of years and under 
a variety of conditions, of steady 
earnings coupled with the full dis- 
charge of responsibilities to share 
owners, employes, customers and 
the nation at large.” 
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THE 195] 
MARKET— 


Good or Bad? 


HE STOCK STATISTICS on the 
5 page comprise a prime 
exhibit of investment selectivity. 
Owners of industrial and railroad 
issues which are sampled here ex- 
perienced widely different results 
during 1951 in respect to capital 
gains. 

If you were in some groups 
of stocks listed on the New York 
Stock Exchange, your capital posi- 
tion had increased substantially by 
early December. If your invest- 
ments were elsewhere, perhaps you 
saw a gain, perhaps not. The 10 
to 20 per cent price reaction in 
October from this year’s highest 
prices still left such categories as 
the chemicals, the non-ferrous 
metals and the oils well advanced 
in price for the year. 

In studying the figures it should 
be noted, first, that the record 
deals with common stocks which 


were held on December 31 last 


year and kept straight through. 
The plus and minus signs in the 
fifth column show what happened 
from then until around Decem- 
ber 5. For the trader, thinking 





back, the opportunities for gain 
might be traced from the year’s 
highs in comparison with the final 
prices of 1950. 


Trend of Chemical Stocks 


So far as the sampled stocks go 
(the groups contain both sturdy 
long-time dividend payers and 
others of lesser investment prom- 
inence) it is seen that if stocks in 
the 
owned, the percentage price gains 
were more than substantial. In the 
chemicals, for example, the exhibit 
discloses the performance of a 


stronger categories were 


normally “dynamic” industry, 
price-wise, in a more impressive 
way than the ability of the stocks 
to reward stockholders with divi- 
dends would explain. In fact, divi- 
dend rates at recent prices gave a 
return of below 5 per cent: in case 
of one sampled stock—Virginia- 
Carolina Chemical—there was no 
payment up to December 5. 
Another dynamic industry—pe- 
troleum—did even less for stock- 
holders, only Standard Oil of Cali- 


fornia returning 5 per cent. The 
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non-ferrous metal group’s story is 
much the same as that of the other 
buoyant industries, and, although 
the statistical table does not con- 
tain the figures, it may be said that 
dividend rates have been well 


below per-share earnings after 
Federal taxes. 
Motor company stocks have run 


counter to the usual expectations 


about the way a dynamic industry 
should reflect its status in share 
price movements. During an active 
business period, motor company 
profits have often stood in the van 
of business results, But, as the ex- 
hibit shows, this year has been an 
exception. A price change of less 
than 10 per cent in General Motors 
in nearly a year contains surprise. 





Allied Chemical & Dye Corp... 59 


Anderson-Prichard Oil Corp... 34% 
Deep Rock Oil Corp. ......... 414 


Atch.. Top. & S. F. 75145 


Sa eee 19% 
Chic. & Northwestern ........ 21% 
New York Central .. coon 20 
Southern Pacific Co. ......... 664% 
STEEL 
Armco Steel Corp. ....... .-- 45% 
Bethlehem Steel Corp. ........ 4814 
Granite City Steel Co......... 22% 
Interlake Iron Co. ........... 17% 
Ria ie UN SMM we wcsceaaicernars 421% 


# Stock was split during 1951. 





SAMPLING OF 1951 Stock PrRIcE CHANGES 


Dec. 31, 1951 1951 Recent from Cash 
1950 High Low Price 12/31/50 Dividend 
CHEMICALS 


Am. Cyanamid Co. ........... 725% 131% 71% 113 +55.6 4.00 
Commercial Solvents Corp..... 22% 32% 22% 2854 +25.9 1.25 
Heyden Chemical Co. ........ 19% 26% 185% 23 +19.4 1.05 
Va.-Carolina Chem. Co. ...... 10% 243% 10% 23% +113.8 — 
MOTORS 
Chrysler Motor Corp. ........ 6834 823% 65% 6956 — 7.50 
General Motors Corp. ........ 4614 54 46 50% + 9.7 4.00 
Hudson Motor Car Co........ 16 203% 12% 13 —18.8 1.00 
Packard Motor Car Co. ....... 44, 6% 4% 4%H + 5.9 30 
Studebaker Corp. ............ 2756 35% 25% 32% 18.5 3.00 
METALS 
Aluminium Limited .......... 9634 113% 84 98 +. 13 3.55 
Anaconda C. M. Co. .......... 401% 52 37% 50% +124.9 3.50 
Kennecott Cop. Corp. ........ iS\% 88% 67% 87% +169 6.00 
Magma Copper Co. ........... 34% 4214 235% 37 + 6.1 _ 
U.S. Smelt., Ref. & Min. Co. . 56 76% 8645 68 +21.0 2.19 


PETROLEUM 


A se ee 184 
Phillips Petrol. Corp. ....... 39% 
Standard Oil Co. of Cal. ..... 45%F 


RAILROADS 


49% 31% 43% 127.0 1.90 
69% 41% 591% 1443 2.00 
58% 44 50% 123.5 2.25 
54 3954 48% 1216 2.30 
55% 44 51 +11.1 2.60 
88% 68% 7414 — 4.50 
24% 15% 18% —69 — 
28% 15 15% —28.0 
26% 415% 17% —16.9 = 
743% 5836 59% =—10.1 5.50 

& IRON 
513% «36% 38% —15.3 3.00 
60 46% 50 + 3.0 4.00 
28% 21% 23 +25 (220 
20% 115% 17% — £56 
47% 375 39% —52 3.00 


% Change 1951 


11% «58 71 +21.3 $3.00 
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But in the motor-making area al- 
lowance should be made for the 
fact that this industry was the 
natural recipient of defense orders 
from the moment that rearmament 
became pressing. Normal produc- 
tion came under wraps; factory 
change-overs were necessary, and, 
finally, priorities for steel affected 
the industry. 

In view of the stock market’s 
rally from October lows. a natural 
question arises: is some influence 
besides dividends and yields hav- 
ing a bearing upon investment 
demand? For several years, good 
yields, reflected by the composite 
return at mid-1951 of 6.7 per cent 
on 950 dividend-paying stocks of 
the Stock Exchange list, have been 
credited as the main impulse be- 
hind investment interest in stocks. 
In the light of corporate income 
taxes, which will absorb at least 
62 per cent of the net income of 
many companies next year, the 
possibility of dividend cuts to come 
may be considered. Yet, during 
the autumn price reversal. there 
was no heavy liquidation at any 
time, and the subsequent rebound 
of numerous issues has indicated 
a resumption of investment. even 
though it has been modest. 

The explanation of the stock 
market’s firm undertone may lie in 
long-range expectations of poten- 
tial “dynamism” in many indus- 
tries. For instance, such companies 
as General Electric and Westing- 
house Electric have announced ex- 
pansion work of $450.000.000 in 
the one case and of $296.000.000 


in the other; du Pont plans to 
expend at least $100.000,000 an- 
nually on additional productive 
property through 1955. In view of 
such impressive outlays, it is not 
difficult for investors to find room 
to exercise their imaginations. 

Among the steels, a dividend 
yield of more than 7 per cent 
helped to offset sluggish changes 
in capital values. Non-dividend 
paying rails have had a poor year, 
and even stalwart payers have had 
difficulty in stemming the effect 
upon sentiment of recurrent union 
labor demands for higher wages. 
advancing costs of materials, and 
inability of the rails to get the 
rate increases they have asked for. 

Selectivity is always at work in 
the stock market. If it has had 
some extraordinary demonstrations 
this year, results seem chargeable, 
in part, to the burden of the Fed- 
eral tax bill and world uncertain- 
ties, hinging on the Korean situa- 
tion. The positive action of virile 
industrial groups in the face of 
world disturbances suggests close 
study of individual companies in 
tracing a preview of likely market 
events in 1952. 


Statistical and other factual informa- 
tion as well as comment regarding any 
securities referred to in THE EXCHANGE 
have been obtained from sources deemed 
to be reliable, but THe EXCHANGE as- 
sumes no responsibility for their accu- 
racy or completeness. Neither such in- 
formation nor any reference to any 
particular securities is intended to be or 
should be considered as in any way a 
recommendation for the purchase, sale 
or retention of any such securities. 


1] 








Market Sees Many 
Stock Splits in 751 
TIDE OF 


T HE 
and — stock which 


began to gather rapid headway in 
1946 picked up fresh momentum 
this year. 

The number of issues listed on 
the New York Stock Exchange 
which split in 1951 in a ratio of 
2 for 1 or larger was 48, compared 
with the high record of 74 in 1946 
and with 48 in 1947. The current 
total is exclusive of several com- 
panies which have announced an 
intention to increase their shares, 
with formal action to take place 
within the next few months. 


stock split-ups 
dividends 


The record for other recent years 
is this: 30 in 1948, 17 in 1949 and 
33 in 1950. 

About the entire roster of Amer- 
ican industries is covered by this 
year’s crop, including public utili- 


Examination of the accom- 
panying table will show that the 
petroleum field is the most prom- 
inent in split-ups, extending from 
the giants Standard Oil Co. (New 
Jersey), The Texas Co., Standard 
Oil of California and Gulf, to the 
moderate-sized Plymouth Oil Co. 

Six chemical concerns an- 
nounced split-ups, compared with 
four in 1950. A “repeater” in the 
list is Merck & Co., whose 3 for 1 
split followed a 2 for 1 share mul- 


tiplication in 1949, 


ties. 





Stock Spuiit-Ups In 1951 — 


Date 

Effective 
Amerada Petrol. Corp... 2forl June 4 
Am. Smelt. & Ref. Co... 2forl Nov. 3 
Anderson, Clayton & Co.. 2forl Sept. 18 
Atch., Top. & S.F.R.R... 2forl Aug. 2 
Atch., Top. & S.F. pfd... 2forl Aug. 2 
California Packing Co. . 2forl July 23 
Champion Paper Co. ... 2forl Aug. 3 
Continental Oil Co. .... 2forl June 6 
Bisle Cue Ce... oicencses 2forl Nov. 27 


2 
2forl May 29 
2forl Oct. 26 
2forl July 16 
3forl Sept. 24 
3forl Jan. 22 
2forl Sept. 11 


Douglas Aircraft Co. ... 
Firestone T. & R. Co.... 
First Nat. Stores Co.... 
Freeport Sulphur Co. 

B. F. Goodrich Co. ..... 
Goodyear T. & R. Co.... 


Granite City Steel Co... 2forl Mar. 16 
Gulf Oil Corp. ........ 2forl July 16 
Houston L. & P. Co..... 3forl Apr. 23 


International Salt Co. .. 
Jones & Laugh. St. Corp. 


2forl May 4 
2forl Jan. 23 


Kern County Land Co... 2forl Aug. 6 
ee a re 2forl Jan. 12 
Lane-Wells Co. ........ 2forl May 2 
Lehigh Port. Cem. Co... 2forl May 7 


Ratio oF 2 To 1 orn More 


Date 

Effective 
Rink Batt C0. scccccscces 2forl Mar. 29 
Lockheed Air. Co. ..... 2forl July 16 
Lone Star Cem. Co...... 3forl May 22 
May Dept. Stores ...... 2forl June 29 
McCrory Stores Co. .... 2forl Apr. 27 
(| ee st 3forl Sept. 11 
Mergenthaler L. Co. .... 2forl Jan. 19 
Minn. Min. & Mfg. Co... 4forl Jan. 29 
Mission Corp. ......... 3forl June 11 
National Lead Co. ..... 3forl Oct. 18 
N. Y. Airbrake Co. .... 2forl May 29 


RN. ¥., Ghie, @ St. B..... 
Pacific West. Oil Corp. 


5forl Sept. 26 
3forl May 7 


Chas. Pfizer & Co. ..... 3forl June 22 
Phillips Petrol. Co. .... 2forl July 23 
Plymouth Oil Co. ...... 2forl July 30 
Quaker Oats Co. ....... 4forl Jan. 19 
Sangamo Elec. Co. ..... 2forl May 16 
E. R. Squibb & Co. .... 2forl June 26 
Stand. Oil of Cal. ...... 2forl Mar. 12 
Stand. Oil (N. J.) ....- 2forl June 13 
Sutherland Pap. Co. .... 2forl June 11 
=. > ner 2forl June 12 
Victor Chem. Works ... 2forl June 21 
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Cash 


Dividends 


13 HE CROP of year-end, extra and 
special dividends in cash is a 
fairly good one. 

The prospects are that, when all 
returns are in, the record receipts 
of a year before will not be 
equalled. But the big last quarter 
of 1948 should be exceeded by a 
wide margin in the number of dol- 
lars distributed. 

Dividend statistics on the next 
two pages compare this year with 
last for 109 companies of the New 

‘ York Stock Exchange list, includ- 
ing concerns which made declara- 
tions through November 19. 
Statisticians who tabulate divi- 
dend records will find evidence 
that in a few cases companies 
with ample reported earnings have 
voted smaller cash dividends as 
extras this year. Heavily increased 
Federal taxes supplied one of the 
influences for downward changes. 
In other instances, an increase of 
“regular” dividend rates during 
1951 made up for smaller extras 
in the last quarter. 


—— a OT aS OS ae RT se Eee ll 





Quite a number of corporations 
which did not appear in the extra 
dividend roster of 1950, or of 
1949, made declarations this year. 
Of the 109 companies included in 
the statistics— 


38 per cent declared the 
same cash extras as a year 
ago; 

24 per cent either increased 
their fourth-quarter extras or 
made year-end declarations 
where was 
1950; 

38 per cent declared smaller 
extras than a year before. 


none voted in 


Although it appears likely from 
this sampling of Stock Exchange 
stocks that the total of companies 
to make extra disbursements in 
cash for the fourth quarter will 
prove smaller than in 1950, an 
unusually large number of listed 
concerns have rewarded _ their 
stockholders in another way. Divi- 
dends paid in shares have run as 
high as one share for each 4 
shares held. Some have voted stock 
dividends as well as cash extras. 
or increased payments without a 






















label; such as Newmont Mining 
Co. which declared $2 in cash, 
against 75 cents a year before, and 
also one-quarter of a share of stock 
to each outstanding share. 
American Metal Co., Ltd. dis- 
tributed 5 per cent in stock plus a 
year-end payment of $1, bringing 
the year’s distribution in cash up 
from $2 in 1950 to $3 a share. Pan- 
handle Producing & Refining Co. 
has declared a 10 per cent stock 
dividend. Dow Chemical Co. has 








declared one share as a stock divi- 
dend for each 40 shares held, plus 
60 cents in cash for the quarter. 
Extra and special dividends 
have followed the trend of net 
earnings; thus, they have been 
plentiful among non-ferrous metal, 
rubber and oil companies, which 
have had a particularly prosper- 
ous year, and “spotty” in the wide 
area of manufacturing and trans- 
portation concerns. Among the 
rails, for example, Atchison, To- 





EXHIBIT OF EXTRA AND SPECIAL CasH DIvIDENDS 
on ListeD ComMon StTOocKs IN FourRTH QUARTER 


—Per Share— 


1951 1950 
Allegheny-Ludlum Steel... $ 50 $ .50 
Milied Tid Cos... cccccess 10 10 
American Can Co......... 1.00 2.00 
American Chicle Co....... a5 25 
Amer. Home Products Co.. _.40 80 
Amer. Metal Co., Ltd...... 1.00 1.00 
Amer. Radiator & S.S. Co.. — .50 50 
American Seating Co...... 50 50 
Anderson. Clayton & Co... 50 50F 
Anderson-Pritchard Oil... .50 25 
Atch., Top. & Santa Fe.... 50 2.004 
Atlantic City Electric ....  .10 =. 
Bell & Howell Co......... 50 50 
Blaw-Knox Co. ........... 25 25 
Bristol-Myers Co. ........ AS — 
OS ree 1.00 50 
Bulova Watch Co......... 50 50 
Burroughs Add. Machine..  .10 10 
SE, Cae © Ge wccacwocs 2.00 2.00 
Cetetet Cette siccccscescs 37% _ 
Century Ribbon Mills..... 10 10 
Cities Service Co.......... 1.00 1.00 
Coca-Cola Co. ......0ce0. 1.00 1.00 
Collins & Aikman........ 15 _ 
Columbia Gas System...... 10 _ 
Columbian Carbon Co..... 25 25 
Consolidated Natural Gas.. $ .25 _ 


—Per Share— 


1951 1950 
Copperweld Steel Co...... 50 80 
Cutler-Hammer, Inc. ..... 50 60 
Diamond Match Co........ 1.00 1.00 
E. I. Du Pont de N. & Co.. 1.00 2.25 
Eagle-Picher Co. ......... 30 .30 
Eaton Manufacturing Co...  .50 1.50 


Fairbanks Morse & Co. ... —.50 50 


Federal-Mogul Corp. ..... 30 40 
Firestone Tire & Rub. Co. 1.00 1.004 
Piatnets Ge. c6 6 cccsiecee 1.00 1.00 
Robert Gair & Co......... .20 60 
Gen. Amer. Transport. Co. — .50 — 
General Finance Corp.....  .10 125 


Gen. Portland Cement Co.. 1.00 1.00 
Gen. Railway Signal Co...  .90 .70 
General Tire & Rubber Co. 1.50 1.50 
Gillette Safety Razor Co... 50 1.00 
Goebel Brewing Co. ...... 05 AS 


W.. F.. Geet Geicciscccnis 125 50 
Cae Gil Gates. <5 ike ssc. 29 1.004 
Halliburton O. W. C. Co. — 50 25 
Heyden Chemical Co...... .05 50 


Hinde & Dauche Paper Co. — .30 30 
Hudson Bay M. & S. Co... 1.00 1.00 
Inland Steel Co. .......... 50 1.00 
International Nickel Co... .80 40 
Joy Manufacturing Co..... .62%  .50 


= Number of shares increased in 1951 by stock split-ups. 
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peka & Santa Fe supplied an ex- 
ception by sweetening the last 
quarter’s payment; the extra of 50 
cents a share was, however, only 
half as large as the year before, 
allowing for the 2-for-1 stock split- 
up. 

Fourth-quarter declarations spot- 
light how Federal taxes have hurt 
returns to share owners. The du 
Pont distribution for 1951 has 
been $3.55 a share against $5.35 


in 1950; General Motors Corp. 


$4 this year, compared with $6. 

These companies, moreover, rep- 
resent large industrial groups that 
have experienced a kind of “dou- 
ble jeopardy” — besides big tax 
increases, they are handicapped by 
defense controls of raw material, 
such as steel. Where a continuing 
high demand for their products 
offset other difficulties, certain 
companies shown in the table did 
better than in 1950 by their stock- 
holders. 





EXHIBIT OF ExTRA AND SPECIAL CasH DIviDENDS 
on Listep Common Stocks IN FourtH QUARTER 


—Per Share— 


1951 1950 
Kennecott Copper Co. .... 2.25 2.25 
Kern County Land Co..... 25 1.004 
MONROE GOs, oc ice smcaicncs 50 50 
NE OM fo iecanacsenece 25 15 
Lame Were CO... vicccscscs 20 A04 
Lee Rub. & Tire Co....... 1.50 2.50 
Life Savers Corp. ........ 1.00 1.50 
Liggett & Myers Co....... 1.00 1.00 
Sink Belt Cee cicescccces 60 1.004 
NE Oe ik saccesccnsncs 25 7 
ne ee 40 60 
Mid-Continent Petroleum.  .25 a 
Minn.-Honey. Reg. Co..... — .25 50 
Wat. Bemis Ce. cccccsccscc 50 50 
Nat'l. Cash Register Co... .40 50 
ee ee -20 .20 
New York Air Brake Co..  .25 50F 


Norfolk & West. R. R..... 50 50 


Norwich Pharmacal Co.... .20 Be i) 
Pacific Finance Co. ......  .25 40 
Penna. Salt Mfg. Co....... 80 3.15 
Pfizer (Chas.) & Co....... 15 75 
Phelps, Dodge & Co....... 1.25 1.00 
Pittsburgh Plate Glass .... —.95 1.75 
Poor & Co. Class “B” .... .50 50 
ere SO Gee co vaiicincinucs 50 oa 
Richfield Oil Corp. ....... 50 By 


—Per Share— 


1951 1950 
Seaboard Oil Co. ........ $ .75 $1.00 
Sears. Roebuck & Co...... Bi 15 
Sheaffer Pen Co. ......... 30 90 
Sinclair Oil Corp. ........ 50 50 
Skelly Gal Co... .c.cicsicnewes 25 — 
Socony-Vac. Oil Co. ...... 30 oo 
Southern Pacific Co. .....  .50 50 
Standard Brands Inc. .... — .50 50 
A. G. Spalding & Co...... 50 50 
Standard Oil (N. J.).....  .75 —# 
Sterling Drug Co. ........ 25 50 
J. P. Stevens &. Co........ 75 1.00 
Sutherland Paper Co. ..... 025 254 
WE TOG... Siciewviavacouwns ae 1.504% 
Texas Gulf Sulphur Co... .75 aa 
Texas Pac. Coal & Oil Co.  .25 20 
Thatcher Glass Mfg. Co... .10 10 
Tidewater Assoc. Oil Co... — .25 30 
United-Carr Fastener Co... 40 1.05 
Unit. Elec. Coal Co....... 25 — 
United Fruit Ce......cc0 50 1.00 
Unit. Gas Improvement Co. .15 _ 
U. S&S, Genet Ce... 00060 1.50 4.00 
West Indies Sugar Corp... 1.00 1.25 
Western Auto Sup. Co..... 1.00 1.50 
Westing. Air Brake Co....  .60 50 


West Va. Pulp & Paper Co. 2.00 3.00 
Wyandotte Worsted Co. .. 


uu 
co 
-_ 
7) 


= Number of shares increased in 1951 by stock split-ups. 
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HE next time you're casting 
5 peed for a suitable birthday 
gilt for your son or daughter you 
might give some thought to making 
it a “study course” in the American 
free enterprise system. It can easily 
be done through your purchase of 
a few shares of stock. 

For years to come, such regular 
annual purchases will not only 
“keep on giving” but will keep on 
educating your youngster in what 
makes our business world tick. At 
a time when this system stands 
practically alone among the great 
nations of the world, our children 
can use all the first-hand informa- 
tion they can get. Your purchase 
of a few shares of stock will pro- 
vide such information. And in the 
most direct manner—by introduc- 
ing the youngster directly to the 
system itself. 

Without getting into an argu- 
ment over the pros and cons of 
our educational program. it seems 
to say that. generally speak- 
the approach to the study of 
American system is sketchy 


fair 
ing, 
the 
and critical. The fact that our sys- 
tem lifted this country to 
world leadership through modern 
business methods is either taken 
for granted or ignored. 


has 
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A STUDY COURSE 
IN BUSINESS 
for Jack & Jane 









Most emphasis is now placed on 
studying its shortcomings, with the 
thought of helping to improve our 
processes too often submerged. 
Such an approach is bound to 
leave our youngsters with the 
thought that our system is more 
to be condemned for what it has 
failed to do than praised for what 
it has accomplished. 

But the question of whether or 
not formal teaching of economics 
is adequate is outside the scope of 
this discussion, What is here sug- 
gested is that perhaps it is time 
we began thinking of the capitalis- 
tic system as an _ old-fashioned 
virtue to be taught in the home, 
at the parent’s knee—preferably 
Dad’s. 

Years ago—in the pre-twenti 
eth century many small 
farms and more small businesses, 
proportionately, than we have to- 
day members of the 
family did not want for on-the- 
scene education in the American 
way of making a living. They were 
right in the middle of it. Today. 
thanks to the steady growth of big 
business and the expansion of the 
service and_ professional fields, 
more and more fathers go off to 
work on the 8:05 and come back 


era of 


younger 








at 6, bringing not a smidgen of 
their business back with them. 
Youngsters soon come to take the 
weekly salary check as the family’s 
due. They have nothing but a neb- 
ulous idea of what father does for 
a living. When the economic bal- 
ance wheel temporarily goes out 
of whack, all they know is that 
either Dad has become stingier 
with the cash, or the price of bikes 
and jalopies has gone up. 

Parents who believe a_ fuller 
understanding of the American 
system is important to better citi- 
zenship would do well to avail 
themselves of part ownership of 
the free enterprise system itself 
as teacher, textbook and _ labora- 
tory for a course on how this 
country runs. 


Business System Not Understood 
The modern American corpora- 
tion is probably the outstanding 
economic phenomenon of our 
times. Certainly an understanding 
of it is basic to any approach to 
the problems of a young country 
which has twice produced victory 
against world aggression and now 
stands as the leading hope of the 
free world. Yet the corporation 
remains, to a large extent, an 
enigma (if not an outright repul- 
sive object) to the very people 
whom it has been instrumental in 
helping achieve the highest stand- 
ards of living in all history. A 
single instance will illustrate: 
Although millions of Americans 
directly own our biggest corpora- 
tions, they are so little conscious 


of their economic rights that poli- 
ticians for years have been able 
to maintain a double tax on their 
earnings—once on the corpora- 
tion, a second time on the share- 
holders themselves as receivers of 
part of the earnings as dividends. 

It seems that if our 
children are to have a better under- 
standing of the American system 
an understanding which will 
help them turn back sugar-coated 
isms—a 


obvious 





self-identification 
of themselves with that system is 
desirable. 


closer 


Wide Choice of Stocks 

There are scores of prominent 
American companies whose shares 
can be bought in one, two or five 
share lots. costing anywhere from 
$20 to $200. 

Unfortunately, purchasing stock 
directly for minors poses some 
stiff legal problems and if you con- 
template taking this route you 
must consult your lawyer. 

With you or your wife as the 
stockholder, your will see 
quarterly reports on how the com- 
pany is doing. Dividend checks 
will provide a direct tie with the 
company’s earnings. | doubt that 
any corporation would object to 


son 


his coming with you to annual 
meetings. This will give him a 
chance to see how men who have 
reached important positions con- 
duct themselves and their affairs. 
He will get a chance to study an- 
nual statements setting forth in 
detail every aspect of the year’s op- 
erations. 
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A youngster of, say, 14, may 
well not be able to grasp all the in- 
formation, nor fully realize all the 
opportunities. But what he can’t 
appreciate will do him no harm, 
either. And as he grows older, and 
his schooling fills in more of the 
empty spaces. his understanding of 
what share owning represents will 
grow on him. 

Receiving gifts from you of reg- 
ular dividends can do even more 
for your youngster. 


Will See Merit of Investing 


instill 
of investments 


in him the value 
srowth of funds, 
regularity of dividends, ete.—and 
introduce him to personal finance 
on a small but very real scale. 


It can 


Then, too, at an age when bud- 
ding businessmen acquire clear 
impressions of the things they are 
taught and like to know about, you 
can emphasize the difference be- 
tween investment and speculation. 
Dividends will represent one side 
of stock ownership. The chancier 
side may call for instruction, and 
instruction in the home can be 
more interesting and practical than 
if imparted in crowded classes of 
the schools. And probably more 
accurate. 

Parents of many children in 
high school hear from them that 
Miss Smith. who teaches such eco- 
nomics as time permits her, is do- 
ing something with “investment.” 
Often the something consists in 
letting her pupils select some stocks 
from a newspaper and keeping 
daily price records for a month. If 
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the prices are higher at the month’s 
end, the has been 
successful. If the prices are lower, 
the “investment” has been one of 
that sort that doesn’t work out well. 
Here, as too often the case is out- 
side of school as well as inside, 
speculation is mistaken for invest- 
ment. 


“investment” 


Without bias against the uses 
of speculation, a parent with a 
stock certificate in hand as an ob- 
ject lesson of investment owner- 
ship is in position to instill facts. 
He can make the difference clear 
between gaining dividends 
pursuing profits. 

Your annual purchases of a few 
shares in various basic industries 
can arouse curiosity about differ- 
ent businesses—steel, chemical, oil. 
transportation. The modern an- 
nual report, for example, is better 
illustrated than most textbooks; 
discussions of company affairs are 
now couched in non-technical lan- 
guage and explained by simple 
charts and often by cartoons. 

Such reports may also guide a 
youngster’s thinking as to a future 
career, giving him a better appre- 
ciation of what type of work is 
needed in various industries. 

This piece implies no formula 
for making our children money 
grubbers or stock market specu- 
lators. It is not at all intended 
as a junior training course for 
future Jay Goulds or Hetty Greens. 
All that is intended here is to 
bring millions of young people 
to a better understanding of how 
the capitalist system works. 


and 








Two New Concerns on Exchange’s Trading List 





DIAMOND ALKALI 
COMPANY 
2,337,600 Shares 
Common Stock, $10 Par 
Ticker Symbol: DIA 








' lll, 
DIAMOND 





CHEMICALS 


EFLECTING the great breadth 
R and volume which the chemi- 
cal business has reached since 
1945, Diamond Alkali Co. reports 
that around 50 per cent of its cur- 
rent earnings derive from manu- 
facturing operations in new post- 
war plants and in additions to 
older ones. 


Development of a variety of 
é products used for the nation’s daily 
: living has accompanied _ this 
. growth. One or more of the com- 
pany’s 100-odd chemicals are used 
to produce such things as glass, 
x textiles, ferrous and non-ferrous 
4 metals, plastics, soaps and cleaners, 
. gasoline, leather, pure water and 
‘ many foods and drugs. 
' The widely diversified output of 
a the company is shown by the fact 
4 that in 1950 no single product ac- 
} counted for as much as 15 per cent 
a of the company’s gross volume of 
; business. Diamond Alkali is rated 
as a leader among heavy chemical 
producers. Output includes soda 
ash, caustic soda, chlorine, silicates 


and chreme compounds and sol- 
vents, among other items. Recent 


acquisition of the Kolker Chemical 
Works has put the company into 
the widening field of herbicides, 
insecticides, etc. A large-scale de- 
velopment program is reported 
under way for organic chemicals, 
used in making plastics and other 
products. The field of organic 
chemicals, the company says, is 
marked by rapidly growing mar- 
kets and technological advances. 

Sales for the 1950 fiscal year 
amounted to $55,702,575. Net in- 
come after taxes was $4,829,620, 
or $2.23 per common share. For 
the nine months ended Sept. 30, 
1951, sales were reported at $60,- 
443,639, making net after taxes 
equal to $2.52 a share. 

Dividends have been paid yearly 
on the common since 1932. Stock- 
holders received $1.125 a share in 
1950, and $1.225 a share has been 
declared for 1951. 

























(New Listings continued on page 20) 


Largest of the company’s 14 plants, 
on Lake Erie, near Painesville, Ohio 
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SOLAR AIRCRAFT 
COMPANY 


558,895 Shares 
Common Stock, $1 Par 
Ticker Symbol: SAR 











o you recall the vogue for 
D “all-metal” airplanes? Solar 
Aircraft Company started to make 
them 24 years ago, but the indus- 
try’s rapid advancement soon laid 
emphasis upon improved flying 
equipment Solar shifted its 
production into aircraft compo- 
nents, made with high-temperature 
alloys. Later, products for other 
industries were included. When jet 
engines were developed toward the 
close of World War II, the com- 
pany expanded its operations to 
the design and manufacture of spe- 
cial alloy exhaust systems for the 
new engines. 


and 


Today the company operates a 
main plant in San Diego, Cal. and 














Welding jet-engine combustion chamber 





two others located at Des Moines, 
Ia., employing 4,500 persons. 

New products, based upon the 
company’s own research and de- 
velopment, have included such 
varied items as the world’s first 
portable gas turbine, which is 
started by hand, and patented proc- 
esses for ceramic coating of high- 
temperature metal parts to prevent 
oxidation and corrosion. Standard 
lines include stainless steel parts 
for aircraft engines, “hot” parts 
for jet engines and exhaust mani- 
folds for reciprocating engines. 
Certain Solar products are used in 
petroleum, chemical and_ public 
utility plants. 

The company reports a backlog 
of orders, exceeding $77,000,000, 
including for the armed 
services; also reported are monthly 
sales and output which surpass 
Solar’s World War II peaks. Net 
sales have more than doubled 
over the last five years. 

In the fiscal year ended April 
30, 1951, sales were $25,575,975, 
with net of $1,214,226, 
equal to $2.55 per common share. 
Total assets aggregated $16,748,- 
966, and net worth was reported at 
$6,872,269, 

Common stock dividends totaled 
70 cents a share in the 1951 fiscal 
period, and thus far in the current 
year, ending April 30, 1952, 60 
cents a share has been paid. 

The 59,391 outstanding shares 
of $15 par, 90-cent preferred stock 
are convertible into common share- 
for-share. 


goods 


income 
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This Margin 
Business! 


ry\VHE WORD margin is used in 
l such varied ways as to confuse 
many persons when they find it 
among stock market terms. Often 
come upon are “margin” of error, 
“margin” of safety, profit “mar- 
gin,” “margin” of a printed page 
and so on. 

“Margin,” in connection with 
stock purchases on a national se- 
curities exchange, is that part of a 
purchase price which the buyer 
puts up in cash, or cash equivalent 
in securities, when a stock is bought 
partly with borrowed money. 

Let's bring “margin” down to 
cases. Assume that you decide that 
common stock of the QNR Cor- 
poration is a good investment at 
$40 a share. You'd like to own LOO 
shares of the stock, but you have 
only $3,000 to invest. To acquire 
100 shares at $40 a share, or 
$4,000 all told, you would need 
$1,000 more. A broker could ad- 
vance the $1,000 to you and hold 
the 100 shares as collateral for the 
loan. 

If the purchase is made, you 
will have “margined” the trans- 
action with $3,000, or an amount 
equal to 75 per cent of the cost 
price of the 100 shares. Formerly 
stocks could be margined with 
smaller percentages of cost, but 
for some time the minimum mar- 
gin when a stock is bought partly 
on credit has been 75 per cent 


under a ruling adopted by the Fed- 
eral Reserve Board. 

The New York Stock Exchange 
has its rules, too, in regard to 
margins. In applying the Federal 
Reserve ruling, and following es- 
tablished Stock Exchange _ pro- 
cedure as well, brokerage firms 
may have rules of their own, sup- 
plementing Exchange and Federal 
rules. Once the original margin 
of 75 per cent of the purchase 
price has been put up, the question 
may arise: what happens in Case 
the price of the stock falls below 
the purchase price of $40 a share? 

Nothing happens when moder- 
ate downward fluctuations of the 
price occur. Should the price re- 
cede substantially below $40 a 
share, however, Stock Exchange 
rules would require the firm to 
protect the $1,000 advance. Bro- 
kerage firm practice varies consid- 
erably: where, in one case, addi- 
tional margin might be required if 
the price declined to $30 a share, 
say. in another case the price could 
go lower than that before requir- 
ing more margin. 

If additional margin were to be 
required, cash or securities would 
he deposited by the customer. 
Under Stock Exchange rules, the 
broker would have to ask that the 
margin be increased if the price 
fell as low as $13.33 a share. 

If the price rises above $40, 
cash may be withdrawn provided 
there is more than 75 per cent 
equity in the account. Maximum 
permissible withdrawals are decid- 
ed by the broker. 





\'M THINKING OF 
BUYING STOCK... 
WHAT'S MY FIRST STEP ? 


You'll naturally want advice 
the best you can get. 


Where do I get it? One sure place 
is in an office of a member firm of 
the New York Stock Exchange. 


How will they help me? By talking 
over with you what you want to do 
and how to do it. The benefit of 
their experience is yours for the 
asking. 


Can I talk in confidence? Yes. Your 
problem is a personal one... it in- 
volves your hard-earned cash . 

your broker will respect those facts. 


Will he recommend a particular 
stock? Of course, if you ask for his 
opinion. His recommendation 
whether a stock with a long divi- 
dend record, or stock in an expand- 
ing company promising greater 
returns . . . will depend on what 
you want to accomplish and the de- 
gree of risk you are willing to as- 
sume. 


Vembers and Member Firms of the 


NEW YORK STOCK EXCHANGE 


paajuvavnydy advjsog usnjay 
‘AN ‘S MYOA MAN “LAIMLS TIVA IT 








